
FEDERAL  

-- 

TYPED  

. . . .  

NEW  AS  TO  

BUDGET  

4 

department OFHEALTHANDHUMANSERVICES 
healthCARE FINANCING ADMINISTRATION 

TRANSMITTALAND NOTICE OFAPPROVALOF 
STATE PLAN MATERIAL 

FINANCING SECURITYACTFOR: HEALTH CARE ADMINISTRATION (MEDICAID) 

ro: REGIONAL ADMINISTRATOR 
HEALTH CARE FINANCING ADMINISTRATION 
DEPARTMENTOF HEALTH AND HUMAN SERVICES 

5. TYPE OF PLAN MATERIAL (Check One): 

FORMAPPROVED
OMBNO. 0938-0193 

11. TRANSMITTALNUMBER: 12. STATE: 

4. 	 PROPOSED EFFECTIVE DATE 

July 1, 2003 

STATE PIAN 0 AMENDMENTNEW BECONSIDEREDPLAN amendment 
COMPLETE BLOCKS6 THRU 10 IFTHIS ISAN AMENDMENT (Separate Transmittalfor ea& amendment 

5. FEDERAL CITATION:STATUTE/REGULATION 

42 CFR 447.325 

3. PAGE NUMBER OF THEPLAN SECTION OR ATTACHMENT 

Attachment 4.19-A, Part 1, Version 25 

lo.  SUBJECT OF AMENDMENT: 

17. IMPACT: 
"303 $ (8,129) , V.. I . $ 65i84b 

19. PAGE NUMBEROF THE superseded  PIAN SECTIONI OR ATTACHMENT applicable 

Attachment 4.19-A, Part 1, Version 24 

Payment Methodology for Inpatient Hospital Reimbursement 


11. GOVERNOR'S REVIEW (Check One): 

0GOVERNOR'S REPORTEDOFFICE NOCOMMENT 
0COMMENTS GOVERNORSOF OFFICE ENCLOSED 
0NO REPLY RECEIVED w i th in  45 DAYS OF s u b m i t t a l  

@ OTHER,ASSPECIFIED: 
Commentswill be forwarded when received 


12. signature 
13. NAME: f U 

Mr. Bob Sharpe 
14. TITLE: 

deputy secretary f o r  Medicaid 
15. DATE SUBMITTED: 9/lr/a3 

16. RETURN TO: 

Mr. Bob Sharpe 
Deputy Secretary for Medicaid 
Agency for Health Care Administration 
2727 Mahan Drive, Mail Stop #8 
Tallahassee, l% 32308 

ATTN: Kay Newman 
. . . . . . . . . . . .  - . .  ..~FOR REGIONAL OFFICEUSE ONLY 

. _  
18. DATE . .  - .17. DATE RECEIVED: SEP 2 5 20% 7 

APPROVED: 
. ,  .. .. . . . . . .  

. I  

PI AN approved -,C Fn 
OFFICIAL: ' . I 19. EFFECTIVE DATEOF APPROVED MATERIAL .SIGN TU OF RE ONAL 

JUL - 1 2003 --x,+ 
. .  ..... 

. . . .  
-........ 

--I 

21. TYPED NAME: 22. TITLE: 

I L, .:xi;OCT-l h ,  G Dql+&(r -&TG~Z I Q-fi.5 
23. REMARKS: . . ... 

.	 . . , . . - ;-... . ,-. .. . . . . . . . . .  -.&
. . . . -;.. . .. ~. - , 

, . .: 

. ~. , 

Instructions on Back 



FLORIDA TITLE XIX INPATIENT HOSPITAL 


REIMBURSEMENT PLAN 


VERSION XXV 


EFFECTIVE DATE: 

I. Cost Finding and Cost Reporting 

A.Each hospital participating in the FloridaMedicaidHospitalProgram shall 

submit a cost report postmarked nolater than 5 calendar months after the close of 

its cost reporting year. A hospital filinga certified cost report that has been 

audited by the independent auditors of the hospital shall be given a 30-day 

extension if the Agency for Health Care Administration (AHCA)is notified in 

writing that a certified reportis being filed. The hospital cost reporting year 

adopted forthe purpose of this plan shallbe the same as that forTitle XVIII or 

Title V cost reporting, if applicable.A complete legible copy of the cost report 

shall be submitted tothe Medicare intermediary and to AHCA, Bureauof 

Medicaid Program Analysis, Cost Reimbursement. 

B. Cost reports available to AHCA as of March 3 1, 1990, shall be used to initiate 

this plan. 

C. All hospitals are required to detail their costs for their entire reporting year 

making appropriate adjustments as required by this plan for determination of 

allowable costs. New hospitals shall adhere to requirements ofSection 2414.1, 

Provider Reimbursement Manual, CMS PUB.15-1, as incorporatedby reference 

in Rule 596-6.010, Florida AdministrativeCode (F.A.C.) A prospective 

reimbursement rate, however, shall not be establishedfor a new hospital basedon 

a cost report fora period less than 12 months. For a new provider with no cost 

history, excluding new providers resulting froma change inownership where the 
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previous provider participatedin the program, the interim perdiem rate shall be 

the lesser of: 

a. the countyreimbursementceiling, if applicable; or 

b. the budgeted rate approvedbyAHCAbased on Section 111of this 

plan. 

Interim rates shall be cost settledfor the interim rate period. Interim per diem 

rates shall not be approved for new providersresulting from a change in 

ownership. Medicaid reimbursement is hospital specific and is not provider 

specific. 

D. 	 The cost report shall be prepared in accordance with generally accepted 

accounting principles as established bythe American Instituteof Certified Public 

Accountants (AICPA) as incorporated byreference in Rule 61H 1-20.007, F.A.C., 

except as modified bythe method of reimbursement and costfinding of Title 

XVIII (Medicare) Principles of Reimbursementdescribed in 42 CFR 413.5 
413.35 and further interpreted by the Provider Reimbursement Manual CMS 

PUB. 15-1, as incorporated by referencein Rule 596-6.010, F.A.C., or as further 

modified bythis plan. 

E. 	 If a provider submits a cost report late, after the 5 month period, and that cost 

report wouldhave been used to seta lower reimbursementrate for a rate semester 

had it been submitted within5 months, thenthe provider's rate for that rate 

semester shall be retroactively calculatedusing the new cost report, andfull 

payments at the recalculated rate shall be affected retroactively. Medicare 

granted exceptions to these time limits shallbe accepted by AHCA. 

F. 	 A hospital which voluntarily or involuntarily ceases to participate in the Florida 

Medicaid Program or experiencesa change ofownership shall file a clearly 

marked "final" cost report in accordance withSection 2414.2, CMS PUB. 15-1, as 
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incorporated by reference in Rule 596-6.010, F.A.C. For the purposes of this 

plan, filing a final cost reportis not required when: 

1. the capitalstock of a corporation is sold; or 

2. 	 partnership interest is sold as long as one of the original general 

partners continues inthe partnership or one of the original limited 

partners becomesa general partner,or control remains unchanged. 

Any change of ownership shall be reported to AHCA within45 days after such 

change of ownership. 

G.AllMedicaid participatinghospitals, are requiredtomaintain the Florida 

Medicaid Log and financial and statistical records in accordance with 42 CFR 

413.24 (a)-(c). In addition,a separate log shall be maintained to account for 

concurrent and non-concurrer,; nursery days. For purposes ofthis plan, statistical 

records shall include beneficiaries' medical records. These records shallbe 

available upon demand to representatives, employees orcontractorsof AHCA, the 

Auditor General of the State of Florida,the General AccountingOffice (GAO) or 

the United States Department of Health and HumanServices (HHS). 

Beneficiaries' medical records shallbe released tothe above namedpersons for 

audit purposes upon proofof a beneficiary's consent tothe release of medical 

records such as the Medicaid Consent Form, AHCA-Med Form1005. 

H. 	 Records of related organizations as defined by 42 CFR 413.17 shall be available 

upon demand to representatives, employeesor contractors of AHCA,the Auditor 

General, GAO, or HHS. 

I. AHCA shallretain all uniform cost reports submitted for a period of at least 5 

years following the date of submission of such reports and shall maintainthose 

reports pursuant tothe record keeping requirements of45 CFR 205.60 . Access to 

submitted cost reports shallbe in conformity with Chapter119, FloridaStatutes. 

Upon requestfor a copy of any cost report,the hospital involved shall be notified 

3 
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as to the person makingthe request and whatis being requested. Unless 

prohibited by a courtof competent jurisdiction, the cost report shallbe released to 

the requestor within a limited reasonabletime from receipt of the request by the 

Agency for Health Care Administration. Reasonabletime is defined as the time 

allowed toenable the agency toretrieve the record anddelete exempt portions of 

the record. 

J. 	 Forcost reports receivedon or afterOctober 1, 2003, all desk or onsite audits of 

these cost reports shall be final and shall not be reopened past three years of the 

date that the audit adjustments are noticed through arevised per diem rate 

completed bythe Agency. 

Exception tothe above mentioned timelimit: 

The aforementionedlimitationshallnotapplywhenMedicareaudit reopenings 

result in the issuance of revised Medicaid cost report schedules. A cost report may 

be reopened for inspection, correction, or referral to a law enforcement agency at 

any time by the Agency or its contractor if program paymentsappear to have been 

obtained by fraud, similar fault,or abuse. 

11. 	 Audits 

A.Background 

Medicaid (Title XIX), Maternal and Child Health and CrippledChildren's 

Services (Title V), and Medicare (TitleXVItI) requires thatinpatient hospital 

services be reimbursed on a reasonable cost basis. Toassure that payment of 

reasonable cost is being achieved, a comprehensive hospitalaudit program has 

been established toreduce the cost ofauditing submitted cost reports underthe 

above three programs, and to avoid duplicateauditing effort. The purpose is to 

4 
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have one audit of a participatinghospital thatshall serve the needs of all 

participating programs reimbursingthe hospital for services rendered. 

AuditB. 	 Common Program 

AHCA has entered into written agreements withMedicare intermediaries for 

participation in a common audit program of Titles V, XVIII andXIX. Under this 

agreement the intermediariesshall provide AHCAthe result of desk and field 

audits of those participatinghospitals located in Florida, Georgia, and Alabama. 

C. HospitalOther Audits 

For those hospitals not coveredby the common audit agreement with Medicare 

intermediaries, AHCA shallbe responsible for performance of desk and field 

audits. 

AHCA shall: 

1. Determine the scope andformatfor on-site audits; 

2.Deskauditallcostreportswithin 6 months aftertheir submission to 

AHCA; 

3. 	 Ensureallauditsareperformedin accordance with generally accepted 

auditing standards ofthe AICPA, as incorporated byreference in Rule 

61H1-20.008, F.A.C. (10/94); 

4. 	 Ensure that only those expense items that the planhasspecified as 

allowable costs under Section111 of this plan have been includedby the 

hospital in the computation ofthe costs of the various services provided 

under Rule 596-4.150, F.A.C; 

5 .  	 Reviewtodeterminethat the FloridaMedicaidLog is properlymaintained 

and current in those hospitals whereits maintenance is required; 

6. 	 Issue, upon the conclusion of each full scope audit, a report which shall 

meet generally accepted auditing standards of the AICPA,as incorporated 

by reference in Rule 61H1-20.008, F.A.C., (1 0/94), and shalldeclare the 

5 
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auditor's opinion as to whether, in all material respects,the cost submitted 

by ahospital meets the requirements of this plan. 

D. 	 Retention 

All audit reports received from Medicare intermediariesor issuedby AHCA shall 

be kept in accordancewith 45 CFR 205.60 . 
E. Overpayments andUnderpayments 

1. 	 Overpaymentsfor those years or partial years asdeterminedbydeskor 

field audit using prior approvedState plans shall be reimbursable to 

AHCA as shall overpayments,attributableto unallowablecosts only. 

2. 	 Overpaymentsin outpatient hospital services shall not be usedto offset 

underpayments in inpatient hospitalservices and, conversely, 

overpayments in inpatient hospitalservices shall not be used to offset 

underpayments in outpatient hospital services. 

3. 	 The results of audits of outpatient hospital services shall be reported 

separately from audits of inpatienthospital services. 

4.Anyoverpayment or underpaymentthatresultedfroma rate adjustment 

due to an error in either reporting or calculation of the rate shall be 

refunded to AHCA or to the provider as appropriate. 

5 .  	 Any overpayment or underpayment that resulted from a rate based on a 

budget shall be refunded to AHCAor to the provider as appropriate. 

6. 	 The terms of repayments shall be in accordance with Section 414.41, 

Florida Statutes. 

7. Alloverpaymentsshall be reportedbyAHCAtoHHSasrequired. 

6 
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F. Appeals 

For audits conducted by AHCA, a concurrence letter that states the results of an audit 


shall be prepared and sent to the provider, showing all adjustments and changes and the 


authority for such. Providers shall havethe right to a hearing in accordance with Section 


28-106, F.A.C, and Section 120.57, Florida Statutes, for any or all adjustments made by 


AHCA. For cost reports received on or after October 1,2003, all desk or onsite audits of 


these cost reports shall be final and shall not be reopened past three years of the date that 


the audit adjustments are noticedthrougharevisedperdiem rate completed by the 


Agency. 


Exception tothe above mentioned time limit: 


The aforementioned limitation shall not apply when Medicare audit reopenings result in 


the issuance of revised Medicaid cost report schedules. A cost report may be reopened 


for inspection, correction, or referral to a law enforcement agency at any time by the 


Agency or its contractor if program payments appear to have been obtained by fraud 


similar fault, or abuse. 


111. 	 Allowable Costs 

Allowable costs shall be determined using generally acceptedaccountingprinciples, 

except as modified by Title XVIII (Medicare) Principles of Reimbursement as described 

in 42 CFR 41 3.5- 413.35(excluding the inpatient routine nursingsalary cost differential) 

and the guidelines in the Provider Reimbursement Manual CMSPUB. 15-1, as 

incorporated by reference in Rule 596-6.010, F.A.C., and as fixher modified byTitle 

XIX of the Social Security Act (the Act), this plan, requirementsof licensure and 

certification, and the duration and scope of benefits provided underthe Florida Medicaid 

Program. These include: 

7 
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A. Costs incurred by a hospitalinmeeting: 

1. 	 The definition of a hospital contained in 42 CFR 440.10 (fc- the care and 

treatment of patients with disorders other than mentaldiseases) and 42 

CFR 440.140 (for individuals age or older in institutions for mental 

diseases), in order to meet the requirements of Sections 1902(a)( 13) and 

(20) of the Social Security Act; 

2. 	 The requirementsestablishedby the Agencyfor establishingand 

maintaining health standards under theauthority of 42 CFR 43 10 (b) ; 

and 

3. 	 Any other requirements for licensing under Chapter395.003,Florida 

Statutes, which are necessary forproviding inpatient hospital services. 

B. 	 Medicaid reimbursement shall be limited to an amount, if any, by which the per 

diem calculation for anallowable claim exceedsthe amount of third partybenefits 

during the Medicaid benefit period. 

C. 	 Hospital inpatient general routine operating costs shall be the lesser of allowable 

costs, direct and indirect, incurred orthe limits established by HHS under42 CFR 

413.30. 

D. Malpractice insurance costs shall be apportioned to Medicaid in the ratio of 

Medicaid Patient Days to Total Patient Days. 

E. 	 Under this plan, hospitals shall be requiredto accept Medicaid reimbursement as 

payment infull for services provided duringthe benefit period and billedto the 

Medicaid program; therefore,there shall be nopayments due from patients. As a 

result, for Medicaid costreporting purposes, there shall be no Medicaid baddebts 

generated by patients. Bad debts shall not be consideredas an allowable expense. 

F. 	 All physician orders and records that result in costs being passed on by the 

hospital to the Florida Medicaid Program throughthe cost reportshall be subject 

to reviewby AHCA on a random basis to determine if the costs are allowable in 

8 
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accordance with Section I11 of this plan. All such orders determined by the 

Utilization and Quality Control Peer ReviewOrganization (PRO) or the hospital's 

utilization review (UR) committee to be unnecessary or not related tothe spell of 

illness shall require appropriate adjustments tothe Florida Medicaid Log. 

G. The allowable costs of nursery care for Medicaid eligible infants shall include 

direct and indirectcosts incurred on all daysthese infants are in the hospital. 

H. The revenue assessments,and any finesassociatedwith those assessments, 

mandated by the Health Care Access Act of1984, Section 395.7015 ,  Florida 

Statutes, shall not be considered an allowable Medicaid cost andshall not be 

allocated as a Medicaidallowable cost forpurposes of cost reporting. 

I. For purposes of this plan, gains or losses resulting from a change of ownership 

will notbe included in the determination ofallowable cost for Medicaid 

reimbursement. 

IV. Standards 

A.In accordancewithChapter120,Florida Statutes, Administrative Procedures Act, 

and 42 CFR 447.205,this plan shall be promulgatedas an Administrative Rule 

and as such shall be made available for public inspection. Apublic hearing shall 

be held so that interested members ofthe public shall be afforded the opportunity 

to review and comment onthis plan. 

B. 	 For purposes of establishingreimbursement ceilings, eachhospitalwithin the 

state shall be classified as general, teaching,specialized,rural, or as a Community 

Hospital Education Program (CHEP) hospital.An inpatient variable cost county 

reimbursement ceiling shallbe established for and applied to generalhospitals. 

An inpatient variable cost county reimbursementceiling shall notbe applied to 

specialized, statutory teaching, rural, CHEPhospitals, or those hospitals included 

in Section V. A. 10 and 11 of the Plan. An inpatient fixed cost reimbursement 

ceiling shall be established for all hospitals except ruralhospitals and specialized 


